The Evolution Of Quality Management In Medicaid Managed Care
States' efforts to collect performance data and orchestrate quality improvement have increased since the mid-1990s.
by Bruce E. Landon, Eric C. Schneider, Carol Tobias, and Arnold M. Epstein ABSTRACT: Since the early 1990s almost all states have moved some or all of their Medicaid beneficiaries to Medicaid managed care (MMC). Critics have worried about quality since MMC's inception. Proponents argued that state Medicaid agencies, as large-scale purchasers of care, would pursue "value-based purchasing" and other strategies to stimulate quality improvements. In this paper we extend and update previous evaluations of the use of managed care for the Medicaid population, the extent to which beneficiaries receive care from Medicaid only and from commercial health plans, and the quality management programs that state Medicaid agencies supported during 2001.
S
i nc e t h e e a r ly 19 9 0 s, when the federal government eased rules allowing state Medicaid programs to adopt managed care, almost all states have moved some or all of their Medicaid beneficiaries into Medicaid managed care (MMC).
1 By 1998, 90 percent of states had programs in place, and more than half of beneficiaries nationally were enrolled in MMC. 2 In 2002, 58 percent of the forty million Medicaid beneficiaries were in some form of managed care program.
Critics have worried about quality of care in MMC since its inception and have argued vigorously for aggressive quality management and oversight by state Medicaid agencies. 3 Proponents of managed care countered that state Medicaid agencies, as large-scale purchasers of care, would pursue "value-based purchasing" by selectively contracting with competing health plans and that this would lead to improved quality of care for beneficiaries. 4 The goal of value-based purchasing is to restructure the market so that plans compete for contracts on the ba-sis of quality and cost. These efforts have become more common in commercial health care purchasing, although evidence of effectiveness is lacking. 5 The Centers for Medicaid and Medicare Services (CMS) has been actively promoting a quality management agenda for states. The federal government developed the Quality Improvement System for Managed Care (QISMC) program in 1996 as a guide to quality management oversight for federal and state health care purchasers. 6 QISMC is required of health plans participating in Medicare, and it served as a voluntary guide for state Medicaid programs.
Subsequently, the Balanced Budget Act (BBA) of 1997 included a comprehensive revision of the federal statutes governing Medicaid managed care. The CMS issued a final rule in 2002 to implement BBA provisions that defined how quality measurement and performance improvement programs should be applied to MMC. These provisions espoused and updated the approach outlined in QISMC and specified that Medicaid programs develop and implement a comprehensive quality assessment and improvement process in both clinical and nonclinical areas and that states conduct an annual external quality review of MMC organizations. Thus, through these and other activities, federal policymakers have promoted the active involvement of state agencies in plans' quality assurance and improvement activities, and a value-based purchasing agenda. 7 In previous work we documented the spread of managed care for the Medicaid population and the early adoption of tools by state Medicaid agencies for measuring and improving quality. 8 In 1995 few states had quality management activities, but many had plans to implement them. By 1998 most states were measuring and feeding back quality-of-care information to health plans along several dimensions and requiring that plans initiate quality improvement programs. However, few if any states could point to any plans that had achieved meaningful improvement in any specific areas of quality. We now report updated data on the use of managed care for the Medicaid population, the extent to which care is being provided by Medicaid and commercial health plans, and the quality management programs that state Medicaid agencies supported in 2001.
Study Data And Methods
n Survey sample and procedures. Through published reports and information released by the CMS, we identified all states (including the District of Columbia) that had enrolled Medicaid beneficiaries in comprehensive prepaid managed care arrangements as of 1 July 2001. We asked an appropriate person in each state (such as the head of the state Medicaid agency or the managed care director) to respond to a survey questionnaire that solicited information about the structure of the managed care program and quality management and health plan contractual requirements. We sent the questionnaire in advance and scheduled forty-minute telephone interviews, which allowed the respondent to seek out answers needed from other agency personnel. Structured interviews were conducted during April-September 2002 by one of the investigators or a trained research assistant.
n Survey questionnaire. The survey instrument, designed for closed-ended responses, was based on our prior instruments. We first requested basic descriptive information about MMC activities, including the number of years the program had been in place, the number of contracting plans (including "Medicaid" plans that primarily served Medicaid beneficiaries and "commercial" plans that also served other groups), the populations covered (for example, Temporary Assistance for Needy Families [TANF] recipients), and the proportions enrolled in managed care. We did not differentiate between voluntary and mandatory enrollment.
We then asked about existing data collection and feedback to health plans or enrollees on performance measures in the areas of patient satisfaction, access to care (for example, waiting time in the office), and quality of care (for example, rates of appropriate childhood immunizations). In the areas of access and quality, we chose two and five tracer measures, respectively, that we thought applicable to the Medicaid population. For comparison, we included two access measures and four quality measures from our previous surveys. We focused on measures from the Health Plan Employer Data and Information Set (HEDIS) because we thought that states would be likely to center their quality improvement initiatives on these measures. 9 For satisfaction, we also asked about efforts to collect data on the comparable fee-for-service (FFS) Medicaid population.
For each quality indicator, we then asked if any plans serving Medicaid beneficiaries in the state had developed "specific plans and parameters for improvement as a quality improvement goal" and whether any plan had demonstrated improvement. We also asked a parallel, although smaller, series of questions in the area of behavioral health that included two established HEDIS measures.
The second part of the survey asked about sanctions or incentives that states might include in contracts or practice (for example, restricting enrollment, financial penalties) and specific regulatory requirements for participating MMC plans such as National Committee for Quality Assurance (NCQA) accreditation, the provision of enabling services such as translators, analysis of disenrollment, provision and use of encounter data (for example, to compare use of services by patients with specific diagnoses), and member services. This section also asked about the existence of financial and nonfinancial penalties and bonuses and other health plan requirements including disease management programs for three specific conditions (high-risk pregnancy, asthma, and diabetes) and requirements for Medicaid-and language-specific member services representatives.
n Analysis. The analyses in this study were primarily descriptive. To examine temporal trends, we incorporated data from the 1995 and 1998 surveys with this survey. 10 Because the number of states with programs changed over time, percentages for 1995 and 1998 are based on the thirty states that had an active managed care program in 1995 and the forty-five states that had such programs in 1998, respectively. Because our sample was a near-complete census of the relevant state Medicaid agen-cies and only one state (Nebraska) declined to respond, we do not report statistical significance or confidence limits.
Study Results
All but one of the thirty-nine states with eligible prepaid managed care programs (97 percent) responded. Respondents included nine Medicaid directors, one deputy director, thirteen directors of managed care, and twelve directors of quality assurance. Response rates in the prior surveys used for comparison were 100 percent.
n Use of managed care and participation of health plans. Since 1995, the number of states with MMC programs initially rose but has now receded, especially for the disabled population. The number of states with programs enrolling TANF beneficiaries decreased from forty-five in 1998 to thirty-nine in 2002. The number with programs aimed at the disabled decreased from thirty-one to twenty-two, while the number of states with programs aimed at the elderly decreased from twenty to sixteen. The six mostly rural states that eliminated their health maintenance organization (HMO) programs for the TANF population had reported in 1998 that 3-12 percent of their TANF enrollees were in managed care plans, and all but one had only one or two active health plans at that time. The proportion of the TANF population enrolled in managed care in the states that continued to use it did not change appreciably (56 percent in 2001, compared with 57 percent in 1998), while the proportion of the disabled enrolled in participating states rose slightly because of the elimination of smaller programs (31 percent to 35 percent).
The average number of health plans participating in MMC also decreased. n Collection of performance data and use of minimum standards. Exhibit 1 summarizes the extent to which state agencies collected performance data on the MMC population. For most indicators of performance, there were modest increases in the proportion of Medicaid agencies collecting data between 1998 and 2001. For example, by 2001, 89 percent of states were collecting information on satisfaction with care, compared with 69 percent in 1998. The number of states collecting data about diabetic glycohemoglobin doubled over the three-year time period. In contrast, the number of states collecting performance data related to mental health or substance abuse was relatively low (Exhibit 1).
States also attempt to ensure quality by specifying minimum contractual stan-dards for performance. For the access measures, our results show that seventeen states specified minimum standards for availability of translators or non-English-speaking providers, although eight of them did not collect data to verify that plans achieved the minimum. With the exception of childhood immunizations, for which fourteen states specified minimum standards, no more than six states had specified minimum standards for the quality measures we inquired about. Thirty-five states (92 percent) reported collecting encounter data from health plans, but the extent to which they used these data varied. Twenty-four states used encounter data to compare use across health plans, but just fourteen compared use for patients with specific diagnoses, and sixteen compared use for specific demographic groups. Nineteen states used these data to calculate quality measures such as those reported in HEDIS.
n Provision of performance data to health plans and consumers. Our 2001 results show that release of performance data to health plans has become more common since 1998 but that states still rarely provided results directly to beneficiaries (Exhibit 2). In addition to feeding back information to plans or beneficiaries, states can release performance results publicly. Twenty-five states said that they released data on satisfaction to the public, compared with thirty-two states that reported this information to health plans and fourteen, to beneficiaries (data not shown). For Q u a l i t y M a n a g e m e n t most other measures of access and quality that we inquired about, states were more likely to release performance results to health plans than to the public. n Targeting areas for quality improvement and improving care. In most instances, there was little or no increase between 1998 and 2001 in the number of states that reported that health plans had targeted specific areas of satisfaction, access, or quality for improvement (Exhibit 3). We also asked states if any plans had actually documented improved care. In 1998 no more than one-third of states reported that even one health plan had documented improvement in any of the measures we asked about. By 2001 there was progress in this area. For instance, seventeen states reported that at least one health plan had documented improvements in satisfaction, compared with just ten states in 1998 and four in 1995.
H E A LT H A F F A I R S~Vo
n Contractual rewards and penalties and requirements. Almost one-third of states had in place financial bonuses or penalties related to quality in 2001 (Exhibit 4), but these were not commonly used during 1999-2001 (five states used penalties, and three used bonuses). More states had nonfinancial penalties than had nonfinancial bonuses specified in their contracts, but these also were rarely used.
State agencies also reported setting additional requirements for health plans. Nineteen states required plans to implement specific disease or case management 2 programs for women with high-risk pregnancies, while fourteen required programs for diabetes and asthma. Thirty-six states required Medicaid-specific member services representatives, and a similar number required access to multilingual representatives. Thirty-two did not require NCQA accreditation (not shown).
Discussion
Since 1995 growth of MMC appears to have peaked and is now receding; commercial health plans are withdrawing from the Medicaid market. As of 2001 more than one-third of states contract with at most one commercial plan. Also, states' efforts to collect performance data and orchestrate quality improvement have steadily increased, although evidence of effectiveness is still limited. Finally, a minority of states have created contractual mechanisms such as financial rewards or penalties to spur quality improvement, although very few have invoked them.
n Implications for choice. The declining number of plans serving the Medicaid market, especially commercial plans, is striking and may spell declining access and choice for some Medicaid beneficiaries. The retrenchment of MMC may mirror trends in the commercial market. 11 In the commercial market, managed care organizations tend to enter areas with an abundance of providers and hospitals so that Q u a l i t y M a n a g e m e n t l u m e 2 3 , N u m they can negotiate discounted fees. 12 Some areas of the country, including most rural counties and many small cities, are not well suited to this model of care. Of the six states that discontinued prepaid managed care (Vermont, Alabama, Maine, Mississippi, Georgia, and Montana), four are considered rural, and the other two contain large rural areas. Retrenchment is even more evident among complex populations such as the disabled and the elderly, who present challenges to health plans. 13 n Implications for budgets. These findings suggest that it is unlikely that states will be able to rely on continued expansion of managed care as a way to deal with their budgetary problems. Also, the reduced number of plans serving the Medicaid market in most states may mean decreased leverage for state Medicaid agencies seeking to exercise close oversight, foster higher quality, and hold spending in check. State Medicaid programs that use managed care face grater challenges in areas where organized providers are sparse or reluctant to serve the Medicaid population.
H E A LT H A F F A I R S~Vo
n Implications for mainstreaming care. In the traditional Medicaid program, patient care is largely relegated to the safety-net system of community health centers and municipal hospitals. MMC was introduced with the hope that it would integrate this care into the mainstream delivery system. Our survey suggests that this promise is unfulfilled at the health plan level, as a sizable number of states have no commercial plans or only one such plan participating. 14 Whether this development augurs poorly for quality of care is unclear. Our previous work showed that Medicaid and commercial plans serving the Medicaid population had similar quality management capabilities but that Medicaid plans had more programs aimed at the special needs of the Medicaid population. 15 Consequently, the growing dominance of Medicaid plans may be a positive development more than a detriment.
n Quality monitoring. Proponents of MMC promised greater accountability and raised hopes for higher quality of care. Almost all of the states with MMC programs have now had at least five years' experience with them. 16 One could expect that they have had ample time to foster effective quality improvement among their contracting plans. Our survey documents the growing adoption of important quality-monitoring activities over time in patient satisfaction, access to care, clinical performance measurement, and related activities on the part of state Medicaid agencies. This information, in conjunction with the external quality reviews now mandated by the CMS, can be an effective prompt for quality improvement. To be useful, however, this information must be used by states in such a way that health plans have incentives or requirements to respond aggressively to areas of deficiency.
A seemingly untapped management tool for states is the use of penalties and rewards, financial and nonfinancia1. 17 Contractual penalties and bonuses are commonly used in other areas of economic endeavor. In a difficult economic environment, however, states may be reluctant to enforce these provisions, particularly if they have concerns about driving more plans out of the Medicaid market.
n Study limitations. As with all surveys, we relied on self-reports about specific programs and activities of the state agencies. Respondents may not have had accurate knowledge about all of the issues contained in the survey. We did, however, target the senior Medicaid official with responsibility for quality management and encouraged respondents to consult with others in instances where their own knowledge was lacking. It is also plausible that the activities reported reflect the process "as designed" instead of "as implemented" and that these programs might be less effective than envisioned.
After ten years of rapid growth, has MMC fulfilled the promise of expanding care while controlling costs and improving quality? While prepaid managed care initially spread widely within the Medicaid program, it appears to have stabilized and may now be receding. Many states are now collecting and feeding back performance data, and public release can serve to motivate improvement. 18 Our data suggest that trends in quality management are going in the right direction, although there is certainly opportunity for many states to intensify their efforts.
